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The evolution of money has been a long and often difficult process as societies searched for ways to 
develop reliable and lasting systems of commerce and finance that inspire confidence. It took several 
thousand years and many trials and errors to develop the sophisticated monetary system that we have 


today. 


Over the course of history, money has changed its physical appearance as people refined its shapes and 
sizes into convenient and practical forms. At the same time, money's nature has changed. From the 
days of the Roman gold aureus to the original U.S. silver dollar, money's intrinsic worth—meaning its 
precious metal content—was a paramount measure of its value. Today, money's value is measured not 


by its material worth but by what it can buy—its purchasing power. 


he long and colorful history of money began when 
people in ancient civilizations learned they 
could trade for things they needed, rather than 
produce them. However, trade was often | o 
complicated, with people not able to compare 
the value of different goods. And, finding an. 
appropriate trading partner was difficult—for 
example, a fisherman couldn’t get wheat from a 
farmer who didn’t want fish, and a candle 
maker couldn’t get bread from a baker who — , \ 
didn’t need candles. | oo wes ; : Lol 


People learned to use prized ornaments or 
agricultural products as standards by which the 
values of different things could be compared. 
From time to time, beads, shells, rocks, fish, 
hooks, grain and cattle were used as money. In 
fact, until World, War II, the people of the 
South Pacific island of Yap exchanged boulders ° 


of various sizes as money. 


Money’s Beginnings 


Ancient Coins 


, any types of early money were made from metal because it was 


ie E nda a é ‘ ; durable and easy to carry. About 2,500 B.C., the Egyptians 
oS Pak Ga) & produced one of the first types of metal money in the form 
<7 i > of rings. The Chinese used gold cubes about 400 years later. 
y : 


Yap Hh, | d ms *'7 The first metal coins were struck in Lydia (now western Turkey), 
We ZZ | in about 700 B.C. Made from an alloy of gold and silver 
called electrum, the coins—known as “staters”—were 
actually bean-shaped pellets stamped by the government 
with their weight and purity. Because these coins were made 
of precious metal, they had “intrinsic” value, meaning that 
they had value in and of themselves, apart from their official 


designation as money. 


The ancient Greeks also minted coins, which replaced the 
handfuls of iron spits that they had been using. In fact, the 
word “drachma”—which is the base unit of currency in 
Greece today—is a derivative of the Greek word for handful. 
A number of numismatic innovations are credited to the 
Greeks, among them the first coin with designs on both 
sides; the first series of coins issued in different 
denominations; the first coin with a human representation— 
the goddess Athena—and the first commemorative coin, 
celebrating a military victory. Greek coins were also the first 
“international” currency, being widely used in trade 
throughout the Mediterranean. 
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nother major development was in about 300 B.C. when the 
Romans issued their first coin—the “as,” which was made of 
bronze. Traditionally, 100 of these were equal to one cow. In | 
later years, Julius Caesar authorized the minting of the gold. 


“ , . . . eT 
aureus,” which became one of the most widely used coins in - 


the ancient world for more than 300 years. Smaller. 
denominations of Roman coins that did not contain gold or 
silver were struck with “sc,” the seal of the Roman Senate, to 
bolster their acceptability. 


While these smaller denomination coins had no value in and of 


themselves, they were widely accepted because of the 
prestige of the gold aureus. This was one of the first 
successful examples of the circulation of “fiat” currency— 
currency that is valuable because of its purchasing power, 


rather than because of its precious metal content. 


This early attempt at using fiat currency failed in the fourth 


century when the Romans began issuing ever-increasing 
amounts of fiat coins to compensate for insufficient 
quantities of gold needed to mint the aureus, which was in. 
demand throughout the empire. Huge budget deficits in the 


Roman government and a loss of confidence in coins caused 


catastrophic inflation that eventually destroyed the Roman. 


| 


monetary system. , 


Ironically, it was during the post-Roman era that the Roman | 
“solidus” became the most enduring coin in history, 
circulating throughout Europe and the Near East for more _ 
than 700 years. The solidus owes its incredible longevity to 


its largely unchanged appearance and gold content over time, 
which helped to maintain public confidence in the coin. 


Roman as, 
late third 
century 
B.C. 


Roman 
aureus, 
first century 
B.C. 


Roman 
solidus, 
early fifth 
century 


(bach) 


¢ 
¢ 
¢ 
¢ 
¢ 
¢ 
Cc 
¢ 
¢ 
¢ 
¢ 
¢ 
¢ 
Cc 
¢ 
¢ 
¢ 
¢ 
¢ 
¢ 
¢ 
Cc 
¢ 
¢ 
¢ 
¢ 
Cc 
¢ 
¢ 
¢ 
Cc 
¢ 
¢ 
Cc 
Cc 
¢ 
Cc 
¢ 
¢c 
¢ 
Cc 
Cc 
Cc 
Cc 
Cc 
¢ 
Cc 
¢C 
Cc 
Cc 
¢ 
¢ 
os 
Cc 
Cc 
Cc 
Cc 
Cc 


hat 
man 1s 
admired 
above 
all men 
who is not 
influenced 


by money. 


Cicero 


Money as Propaganda 


Money as Propaganda Money as Propaganda Money as Propaganda Money as Prc 


> 
2 f BD steat Acer dr ‘) pe ag fcr i, 
0 » } 
2 : ee ‘ metre 
uring the course of history, people of many different civilizations have 
i) 
~ found that the circulation of money offers, among OMee things, a 
S . useful means for the transmission of propaganda. prckte Be 
Qa f et - y 
£ ine the death of Mesatider the Great in 323 B. C, the generals who aa as 
a divided up his far-flung empire used monetary systems | to shore up 
> their own authority. Ptolemy | who became the ruler of Egypt, had hig | 
5 . portrait engraved on coins. Another general, who, became the ruler 
2 ~ Greece and Turkey, had the likeness of Alexander the Great portrayed 
8 on coins to give people a sense of continuity and security in the = new 
a government. These coins were the first in history to pyr pictures of a 
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Sometimes, Roman coins were aticied to rake them more acceptable to . 


4 


‘ us local cultures in which they were to circulate. For example, in Asia 
id et Minor in 28 B.C, ‘the Romans issued the ' ‘cistophoric tetradrachma,” 
a. which bore the profile of Augustus and was designed to portray him 
z ~~ as the leader who brought order and justice to the region. On the back 
% ~ of the:coin were Pax, the Roman goddess of peace, and the “cista 

2 mystica,” or magic t box, a symbol with special significance among the 
VK ~ peoples of Asia Minor. 

ay Paper currency also was used for propaganda purposes in Colonial America. 
4 a _ The continentals that were the first federal paper money in the United 
3 | States ware in and of themselves an expression of the new nation’s 
ia sovereignty. They did not have pictures of the Crown or King of. 

4 . | England as most colonial currency mn, but bore pictures of colonial 
ms Frac minutemen, , hs . : 


ef Burg World War II, a Chinese engraver surreptitiously inserted "USAC"— 


a "United States Army Coming’—into the ornate scrollwork of the 200- 
os) (: an note as a gesture of defiance to the occupying Japanese who 
r had set up a puppet central bank and forced Chinese to work there. 
4 Ras the Japanese recalled the note after discovering the letters, but not 
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ia until thousands had been circulated. 
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Paper Money 
hile coins remained the primary medium of exchange for 
centuries, during the Crusades people sought alternatives as 
travel became more common. The precursor to European 
paper money was born in the form of “letters of credit”— 
promissory notes between two parties that generally could 


not be cashed by anyone else. The use of these letters was 


aimed at thwarting highway bandits who wanted coins, not 


paper, which was impossible for them to cash. 


The Europeans were not the first people to discover the advan- 
tages of using paper 
money. Its ancient 
ancestor can. be 
traced back to about 
2,500 B.C. to the clay 
tablets on which the 
Babylonians wrote 
bills and receipts. The 
Tang Dynasty in 
China issued the first 


known paper money 


in 650, and the earliest piece of currency that exists today—a — 


Chinese 10-kuan note—dates back to this time. 


Centuries later, in 1273, Marco Polo reported that the Mongol 
Emperor Kublai Khan issued mulberry bark paper notes in 
China bearing his seal and the signatures of his treasurers. 
Marco Polo described the monetary system: “All these pieces 
of paper are issued with as much solemnity and authority as 
if they were pure gold and silver...and the Khan causes every 


Five-daler Stockholm Banco of Sweden note, 1662 _ 


( 


| 


year to be made such a vast quantity of this money, 
which costs him nothing, that it must be equal in 
amount to all the treasure in the world.” With an 
overabundance of fiat currency in circulation, it is not 
surprising to learn that the Mongol-imposed monetary 
system suffered terrible inflation; eventually the 
Mongols left China. 


A major step in the development of paper money took place 


in 1661 when the Stockholm Banco of Sweden issued 
the first bank notes, which were private obligations of 
the bank and could be redeemed there in gold or silver 
by the bearer. Because redemption in precious metals 
was guaranteed, many people had enough confidence in 
the value of the notes to exchange them for goods and 
services. However, Swedish merchants feared that the 
notes would be 

bought up by 
foreigners who would 
redeem them and 
eventually deplete 
Sweden’s gold and 
silver reserves. The 
issue lasted only 


one year. 


One-kuan Chinese note, 
late 1300s 
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Money in Colonial America 


Beads, Bits and the British Ban 

n the 17th century, colonists settling in North America brought | 
coins with them, but most of these were quickly returned to | 
Europe to pay for goods that were not produced in the | 
colonies. This led to a: shortage of coins, so Indian | 
wampum—beads of polished shells strung in strands—was_ 
widely used as money throughout the colonies. However, — 
when settlers learned to counterfeit wampum, it lost its 


value. 


In addition to wampum, the colonists also used as money those 
items that were staples of the local economies because they 
were always in demand. For example, in Virginia it was 
tobacco, and in Massachusetts it was grain and fish. Nails and 


bullets frequently were used for small change. 


After trade between the colonies and the West Indies developed, 
Spanish eight-reales coins circulated widely. These coins, 
known as “pieces of eight,’ were used until 1857. They were 


frequently cut to make change: Half a 


coin was “four bits” and a quarter 
section was “two bits’—a slang 
expression for the modern 


quarter. 


*\ > 
Pan SAS 


Huron Indian 
wampum, 
Quebec, 
1760s 


[2 


he first coin struck in the colonies was the pine tree shilling— 
which bore a picture of a pine tree—in a Boston mint in 
1652. All issues of this coin, even those struck in later years, 
bore the original issue date. In this way, the colonists could 
claim that no additional coins had been minted since 1652, 
in case the British Crown decided to enforce its ban on the 
colonists producing their own coins. Despite the efforts of' 
the colonists, the British shut down the mint in 1686. 


During the 18th century, again contrary to British wishes, 
hundreds of different types of paper notes were printed 
throughout the colonies. Those notes, issued before the 
American Revolution, usually were denominated in pounds 
and shillings and made reference to the Crown of England 
for credibility. Some colonies issued too many bills, however, 
and their value quickly sank to small fractions of their face 
amount, making trade between colonies difficult. Despite the 
depreciation, these bills helped offset economic slumps 


caused by a scarcity of metallic 


money in an expand- 


ing economy. 


5-shilling note, 1773 
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The Continental 

efore the start of the American Revolution, the Continental 
Congress, facing huge expenses without adequate taxing 
power, authorized a limited issue of currency in 1775—the 
first paper currency issued by what was to become the 
United States. These notes, called continentals, were printed 
from plates engraved by: Paul Revere to read “The United 
Colonies” and sometimes even depicted colonial minutemen. 
They had no backing in gold or silver and could be redeemed 
only if and when the colonies became independent. 


In January 1776, the Continental Congress made it treason for 
people not to accept continentals or to discourage their 
circulation in any way. In 1777, after the Declaration of . 
Independence, the first notes bearing “The United States” 
were issued. However, because people were reluctant to. 
accept paper money, well-known revolutionary figures were | 


asked to sign the notes to give them credibility. 


For about a year and a half continentals changed hands at close 
to face value, but this stability was short-lived. People. 
hoarded goods and coins during the war, which caused | 
inflation. As a result, continentals became basically worthless. 
As George Washington commented: “A wagon-load of. 

money will scarcely purchase a wagon-load of provisions.” . 
The currency’s vanishing value led to the expression for 
worthlessness that remains today—’not worth a continental.” 
The failure of continentals produced a deep mistrust of paper 


money throughout the colonies. 


However, the brief period when continentals circulated, 
successfully was significant because it marked the ‘first time 
that the worth of U.S. currency lay in its purchasing power, 


as it does today, and not in its intrinsic value. 
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Money and the Military 


Money and the Military Money and the Military Money and the Military Money ar 


here is nothing more surly than an unpaid army. 


Ih fact, it was fear of a military rebellion that prompted the first paper 
currency issue in North America. In 1685, a battered, defeated and 
unpaid French army in Canada grew mutinous while waiting for a ship 
from home carrying its pay. To avoid trouble, the paymaster, Jacque de 
Muelles, improvised as best he could and issued promissory notes to 
the troops. More accurately, he gathered up all available paper—mostly 


playing cards—assigned them values, stamped them with an official — 
seal, and used them to pay the soldiers. These “notes" actually had a” 
limited circulation for a while, but were redeemed for French coins 
within three months. 


Several years after de Muelles’ playing card innovation, the British were 
forced to issue paper currency to troops in Massachusetts returning 
from an unsuccessful siege of Quebec during King William's War. This 
issue, as with the French one, was later redeemed in coins. 


uring the American Revolution, George Washington and other authorities z 
signed "receipts" to buy supplies for the army. For a short time, some 
of these receipts were used as money. 


Almost a century later, when the financial strains of the Civil War made the 
re-introduction of a national paper currency necessary, both the ~ 
i Pay: ye Union and the Confederacy began to pay troops with notes. The — 
” Ao uw a IA aay: goat Union issued greenbacks and later, U.S. notes, while the South — 
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French playing card note, 1685 


$100 Confederate 
note, 1864 
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> Military Money and the Military Money and the Military Money and the Military 


issued Confederate notes with the intention ) Sige, ae ea 
|» 4, > BREE Ec URADREUE EC mS) f 


of redeeming them at a future date. ) NS r sd gee sa * 
Even after paper money was widely used and | 
accepted, on occasion governments found it 
necessary to issue special currency to troops 


overseas. During and after World War Il, 1000-mark AMC note, 1944 


the major Allied powers issued Allied Military 
Currency (AMC) to troops in newly liberated or 
defeated countries such as France, Italy and 
Japan. AMC was denominated in foreign 


FOR USE ONLY IN 
UNITED STATES MILITARY 


currencies—francs in France, yen in Japan, for —— ESTABLISHMENTS BY 
: ; ' rr, uniTeD fol aha blip oy PERSONNEL IN 
example—and was used by both foreign avis. Whe adbor cians): lO* 


nationals and Allied personnel throughout the. ~*~ 


1940s. These notes became a symbol of Allied 
unity and helped economies wrecked by war to 
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af begin to function again. 


After World War Il, the United States began to issue 
Military Payment Certificates (MPCs) to its 

troops overseas. MPCs were different from AMC 

_- in that they were wholly American, denominated 

+ in dollars rather than in foreign currencies and were 
; completely controlled by the occupying military 

*. __ authorities. They were not readily convertible into local 

| money, which helped to foil black marketers, 

; unauthorized holders and counterfeiters. With little 

oe _ Notice, MPCs would be recalled and replaced with a new 
oi series so that hoarders were caught short, MPCs—issued re é 
"h . ; in denominations from 5 cents to $20—were last issued in $1 MPC, 1970 
c Korea in the early 1970s. 
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Money Atter the Revolutionary War 


The First American Coins 
uring the time when continentals were passing into history, the 
first national coin, the fugio cent, was struck. In 1787, 
Congress commissioned James Jarvis, a businessman, to 
produce 345 tons of copper 1-cent coins. One side of the 
coin was decorated with a chain of 13 links encircling the 
motto “We Are One.” The other side bore a sun dial, the 
noonday sun, and the word “fugio”—three elements that. 
together signify “time flies.” Below the dial was the phrase 
“Mind Your Business’—an admonition to diligence, not the 
caustic expression of today. Because the inscriptions evoked | 
the spirit of Benjamin Franklin’s Poor Richard’s Almanac, the 


coin became known as the Franklin cent. 


In 1792, Congress passed a law establishing the first U.S. mint in” 
Philadelphia. The next year, the mint issued its first 1-cent. 
and half-cent coins. The coins were copper and about the 
size of present-day quarters and nickels. Silver half dimes, 
half dollars and dollars were added in 1794, and a year later, 
gold “eagles” ($10) and “half eagles” ($5) appeared. In 1796, 
the first quarters and dimes were issued. The motto “E 
Pluribus Unum’—meaning “Out of Many, One”—was first. 
used on the half eagle of 1795, although it wasn’t until 
almost 80 years later, in 1873, that an act of Congress _ 
mandated the use of this motto on all U.S. coins. 3 


In 1864, the first 2-cent piece was minted, bearing the inscription 
“In God We Trust.” This marked the first time the inscription - 
ever appeared on a coin. In 1938, “In God We Trust” began 
appearing on all U.S. coins after Congress passed a law 


mandating its use. 
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BEFORE, 
ALL Ways 
Do LIE OPEN. 
William Shakespeare 
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State Bank Notes 

fter the failure of continentals, more than 70 years passed before 
the federal government would issue paper money again. 
However, until then, state-chartered banks made up for the 
lack of a national currency by issuing their own paper notes, 
which were obligations of the individual banks. These state- 
bank notes became the dominant form of currency used 
between the time of the American Revolution and the Civil 
War. 


Each bank designed its own notes, so they differed in size, color — 
and appearance. By 1860, an estimated 8,000: different state 
banks were circulating what were sometimes called “wildcat” 


or “broken” bank notes in denominations from $1 to $13. 


The nickname wildcat came about because some of the less 
reputable banks were located in low-population areas and 
were said to attract more wildcats than customers. People 
also called the notes broken bank notes because of the 


frequency with which some of the banks failed, or went — 


broke. 


Because these notes had varying degrees of acceptability and were 
not always re- 
deemable in 

RS | 7 gold or silver 
. «BANK OP MONFOE. 1, ME) on demand, 
Kp inesi pin ok sort Y,, a 4 they often cir- 
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face value. These conditions made counterfeiting relatively 
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1793 
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Greenbacks and Shinplasters 
n 1861, in an effort to finance the Civil War, the federal 
? government issued the first paper money since continentals. 
ee i The demand notes of 1861 were popularly called 


~ “greenbacks” because of the color on their reverse side. They 


were issued in denominations of $5, $10 and $20 and were 
redeemable in coins'on demand at certain designated sub- 
treasuries around the country. A total of about $10 million 
| was issued, making the greenbacks a relatively small series. 
wi All federally issued paper money since 1861 is still valid and 
are is redeemable in modern cash at face value—an unsurpassed 
Nee record for stability in paper money. 
Today, however, most pre-1900 cur- 
rency is in the hands of collectors and 
museums. 
fone Widespread hoarding of coins during the 
wie Se Civil War created a desperate shortage 
oe , 3 of small change; items such as tickets, 
ae ae Ws. bills and other forms of private 
aise 3 zs obligations were frequently substituted. 
Rig a Postage stamps were even authorized as 
“fractional currency” by Congress. In 
1862, Congress issued 5-, 10-, 25- and 50-cent notes; other 
denominations were subsequently issued. These “paper 
coins,” which were much smaller in size than our present 
NS: currency, were known as “shinplasters.” After the Civil War, 
SS shinplasters were no longer needed and Congress authorized 


so 


their redemption and retirement in 1875 and 1876. 
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U.S. Notes and National Bank Notes 
n 1862, Congress issued $150 million of legal tender notes, more 
commonly known as United States notes, and retired the 
greenbacks, These new notes—issued in denominations from 
$1 to $10,000—were the first that were made legal tender 
for all debts, except import duties and interest on the public 
debt. Second and third issues of $150 million each were 
authorized in 1862 and 1863 and, by early 1864, more than 
$449 million was outstanding, indicating that people had 
come to accept and use the new currency. Confidence in U.S, 
notes began to decline when the Treasury stopped redeeming 
them in coins during the Civil War to save gold and silver. 


However, redemption resumed in 1879. 


The $100 note is the only US. note still circulating today; this is 
done to satisfy an 1878 law that requires a certain amount of 
U.S. notes to remain outstanding. With this legislation, | 
Congress sought to avoid hoarding of U.S. notes to keep the 


value of the currency stable. 


Even though U.S. notes were generally accepted, most paper 
currency circulating between the Civil War and the First 
World War consisted of national bank notes. This currency, 


uniform in size and general appearance, was 


$1 U.S. note, 1869 


ih) 


issued by thousands of banks across the country. The 
federal government granted charters to these banks 
under the National Bank Acts of 1863 and 1864, 
allowing the banks to issue notes using U.S. government 
securities as backing. From 1863 to 1877, the notes 
were printed privately, but in 1877, the Bureau of 
Engraving and Printing—a division of the U.S. 
Department of the Treasury—assumed responsibility for 


printing all notes. 
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Gold and Silver Certificates 
uring the tumultuous economic times of the late 19th century, 
the U.S. government found it necessary to increase its reserve 
of precious metals. To do this, the Treasury offered 


certificates in exchange for deposits of gold and silver. 


Gold certificates were first issued in 1865. While redemption 
ended in 1933, the notes continued to circulate at face value. 
Some issues of gold certificates were intended for use only by 
banks and financial institutions. The $100,000 gold 


certificate, for example, the highest 


[ve VUCTeveeeee. 


denomination note ever issued\in the | 100,000 


United States, was never available to 


the public and only used among 
Federal Reserve Banks. 


Silver certificates were issued beginning in 
1878 in denominations from $1 to 
$1,000, and could be exchanged for 
silver at the Treasury. These certifi- 


cates are among the most ornate and 


historically significant in terms of 
their artwork, especially the famous 
Educational Series of 1896. \ 


The silver certificate also is known as the 
first and only U.S. paper currency to 
bear the portrait of an actual 
woman—Martha Washington—on 


the 1886 $1 certificate. 


7 


In addition, it was the 1957 $1 silver certificate that was the 
first paper money to bear the inscription “In God We 
Trust.” Today, “In God We Trust” appears on all U.S. 


currency. 


The last series of silver certificates was issued in 1957, and 
11 years later, the Treasury permanantly stopped 
redeeming the certificates in silver and began 


exchanging them for Federal Reserve notes at face value. 
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Money and Art 


Money and Art Money and Art Money and Art Money and Art Money andArt Mc 


aintings by famous American artists have frequently been reproduced on . | 
U.S. paper currency to enhance its appearance. During the era of state 
bank notes in the early 1800s, paintings by Gilbert Stuart, Felix 0.C. 
Darley and Thomas Sulley often were represented. Later, many famous 
paintings of scenes from American history were printed on national ; 
bank notes. “DeSoto Discovering the Mississippi" by W.H. Powell, John 
Vanderlyn’s “The Landing of Columbus” and John Chapman's "The ‘4 } 


Baptism of Pocahontas" are a few of the more significant examples. ~ 


Reproductions of paintings by American artist John Trumbull, a former 


Money and Art Money and Art Money 


military aide to George Washington, appeared frequently on national 
bank notes. During the late 19th century, Trumbull's "Washington 
Resigning His Commission” and “Burgoyne Surrendering to Gates at : 
Saratoga” were used on high-denomination notes. Perhaps his most } 
famous work, “The Signing of the Declaration of Independence," i 


Mioney and Art 


originally appeared on high-denomination notes. It was most recently 


i, 


reproduced in 1976 on the $2 Federal Reserve note. 
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> Money and Art Money and Art Money and Art Money and Art Money and Art Mo 
(Continued from previous page) A 
re > 
4 “Phe three silver certificates that make up the Educational Series of 1896 are — 
2 considered by many to be the most beautiful U.S. currency ever issued, 
e These notes feature engravings of the following themes: “History & 
: Giving Advice to Youth,” “Science Presenting Steam and Electricity to 4 
2 Commerce and Manufacture” and “Electricity as the Dominant Force in 
on " * 
re Roman coin, a mona | iE 
< early fifth century eee 
u value, 
3 Reproducing fine art on currency has more than just aesthetic value 4 
a | especially in societies where monetary systems are not well developed. | 
e The physical appearance of coins and currency can play a.role in the fs 7 
evel of public confidence. Early proof of this ean be found in the - 
> level of publ fid Earl fof th be found in th 
te fourth and fifth centuries when poor design and shoddy workmanship - t 
pe \ , = 
< contributed to the loss of public faith in many Roman coins. j 
se | 
c . a 
nf Today, designs on modern Federal Reserve notes are cut by master 4 
: engravers at the Bureau of Engraving and Printing who use a variety. 3 i 
2 of techniques to give a lifelike appearance to the portraits. Dots—or i 
v ‘3 stipple work—are used to. create lighter areas; heavier lines are used ry 
st _for dark clothing and for areas in shadow. 
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~~ The swirling lines around the edges of the bills are engraved with a geometric » 
a3 lathe and are proportional and mathematically congruent. The precision and 4 
a detail of the artwork createdon modern currency not only enhance the ms 
_- beauty of the notes, but make counterfeiting much more difficult. r 
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Money in the 20th Century 


Origins of Today’s Coins 
odern coins—produced by U.S. mints in Philadelphia, San 


Francisco and Denver under the supervision of the 


Treasury—were introduced by the Bureau of the Mint 
gradually: the Lincoln penny in 1909; the Washington 
quarter in 1932; the Jefferson nickel in 1938; the Roosevelt 
dime in 1946; and the Kennedy half dollar in 1964, replacing 
the Franklin half dollar, which was issued in 1948. 


The l-cent coin, which made its first appearance in the form of 
the fugio cent of 1787, was the forerunner of the modern ~ 
penny. The Lincoln penny originally was 95 percent copper, | 
but in 1981, Congress authorized a change in composition, — 
resulting in a penny that is mostly zinc and only copper-faced 


or “clad.” 


In the late 1950s, rising world demand for silver as an industrial — 


metal began pushing up its price. To avoid the possibility that 
the value of silver in coins might exceed the face value, the 
Treasury began selling silver from its stockpile in the open — 
market to keep the price of silver low. However, demand 
continued to be high and soon threatened the Treasury’s — 
silver inventory, so Congress took steps to reduce the amount 


of silver in American coins. 
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In 1965, the silver content of half dollars was reduced from 
90 percent to 40 percent and, in 1970, was eliminated 
entirely. Silver also was eliminated from quarters and 20th Century 
<. U.S. Money 


dimes in 1965. The old coins were gradually removed 


from circulation and replaced with new copper-cored 


coins that were faced, or clad, with layers of an alloy of 1909 
Lincoln penn 
75 percent copper and 25 percent nickel—the same 
ses >. 1914 
alloy used in nickels. Federal Reserve notes: . 
$5 to $100 


~The silver dollar, taken out of circulation in 1935, re- 
appeared in 1970 as the Eisenhower dollar, a clad coin. 


A few 40-percent silver pieces were struck for collectors 


when the coin was introduced. The reverse side of the 


cin shows an eagle landing on the moon, symbolizing 


Washington quarter 


the 1969 landing of the Apollo spacecraft bearing the 1938 
Jefferson nickel 

name Eagle. An entirely new $1 clad coin, picturing | 

1946 


suffragette Susan B. Anthony, was issued in 1979. 
Roosevelt dime 


The elimination of silver from all U.S. coins completed the 1948 


Re See Sklin‘halfdollar coin” 
transition of American currency from money of intrinsic 


value to fiat money, the value of which lies in its wide 1963 
> Federal Reserve 
acceptability and purchasing power. , $1 
1964 
Kennedy 


half-dollar coin 


Eisenhower dollar coin 
~ 1976 
Federal Reserve note: 


$2 


1979 
Susan B. Anthony 
dollar coin 
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: Federal Reserve Notes 
wn 1914, Federal Reserve notes—which comprise more than 99.9 | 
percent of today’s paper currency—were issued by Federal 
Reserve Banks as direct obligations of the Federal Reserve 
System. The System was established by the Federal Reserve.» 
Act.of 1913, which called for the formation of a network of 
12 regional banks supervised by the Board of Governors in » 
Washington, D.C. 


The Federal Reserve System was designed to resolve some long- 
standing money and banking problems that had plagued | 
America’s growing economy throughout the 1800s. 
Specifically, the Federal Reserve Act called for the creation of 


an independent central bank and the furnishing of an “elastic” 


money supply that would shrink or grow in response to the - 


economy’s changing demands for money. Such flexibility in _ 
the financial system serves as a stabilizing influence on prices © 


and interest rates. 


Denominations of Federal Reserve notes from $5 to $100 were — 
first issued in 1914, and $500 to $10,000 notes were issued — 
beginning in 1918. It wasn’t until 1963 that the first $1 notes » 
were introduced; prior to that time, the supply of $1 bills 


consisted mostly of $1 silver certificates and some U.S. notes, F 
However, in 1969, all notes greater than $100 were retired © 
because of declining demand. Then, in 1976, in honor of the - 
country’s bicentennial celebration, the Treasury began issuing — 
a $2 Federal Reserve note. The first $2 bill, a continental, had ~ 


appeared back in 1776 and was issued in various forms for — 


years thereafter. 
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Today’s Federal Reserve notes, as well as all other types of 
U.S. currency, actually are smaller in size than some of 
the original issues. The change occurred in 1929, when 
all notes were reduced by about | inch in length and 
about 1/2 inch in width. 


While in circulation, coins and currency experience rough 
handling. Unfit coins are returned to the Bureau of the 
Mint for melting and restriking. And, when currency 
deposits are counted at the Reserve Banks, unfit notes 
are separated and destroyed. In fact, $200 million of 
Federal Reserve notes is shredded each day throughout 
the Federal Reserve System. 


’ As additional coins and currency are needed by the Reserve 
Banks to replace unfit cash or to meet increasing 
demand, orders are placed with separate Treasury 
divisions—the Bureau of the Mint for coins and the 


Bureau of Engraving and Printing for currency. 
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Money’s Future 


ince the first issue of Federal Reserve notes in 1914, their design 
has remained remarkably consistent, with Congress 
authorizing only a few changes over the years. In 1929, the 
size of the notes was reduced; in 1963, the inscription “In 
God We Trust” was added; and in 1966, the Latin wording 


on the Treasury seal was replaced by an English translation. 


More recently, in 1991, a polyester thread, microprinting and 
other features were added to the $100 Federal Reserve note 
as precautions against counterfeiting. In the years ahead, 
these features also will be incorporated into the design of © 


other denomination notes. 


Some foreign currencies also have taken on a new look. In the | 
1980s, Australia issued plastic “paper” currency, and the 
Netherlands began using metallic threads in the manufacture 
of Dutch guilders. 


Despite such advances, some people predict that the use of coins 
and currency will decline over the next quarter century as 
people pay more of their debts electronically. The use of © 
“debit cards,” for example, could greatly reduce the need for 
cash in retail transactions. Debit cards, which are offered by 
some banks, enable merchants to deduct electronically the 
amount of each purchase directly from customers’ bank | 
accounts at the time the transactions occur and credit the — 


merchants’ accounts. 
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Other “cashless” systems are being used by some state and 
municipal transportation authorities. These alternatives 
to coins and currency include fare cards at train stations 


and automatic toll meters on highways. 


While innovations such as these may make cash less essential 
for many everyday transactions, public demand for coins 
and currency keeps increasing. Consequently, it may be 
a very long time—if ever—before alternate forms of 
money gain the public’s confidence, such that they 
would ultimately replace coins and currency and bring 


society into a cashless age. 


ack of 
money 
is the root 
of all evil. 


George Bernard Shaw 
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